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PUBLIC SERVICE COMMISSION OF WISCONSIN 
REPORT TO THE LEGISLATURE REGARDING 

PIEPGRAS HOLDING COMPANY 

I. Introduction 

In November 1985, the Wisconsin legislature enacted 1985 Wisconsin Act 79. This act 
created Wis. Stat. 5 196.795, which authorized the formation of holding companies by 
non-telecommunication public utilities. On April 16, 199 1, Piepgras Holding ~ o m ~ a n ~ '  
was formed. Piepgras Holding Company currently consists of the parent holding 
company, St. Croix Valley Natural Gas Company, Inc. (St. Croix), and Better Access, 
LLC (Better ~ c c e s s ) . ~  

In 1997, 1999,2002 and 2005, audit reports on Piepgras Holding Company and its 
impact on the operations of St. Croix were prepared as required by Wis. Stat. 
5 196.795(7)(ar) and were transmitted to the Legislature for distribution under Wis. Stat. 
5 13.172(2). This current audit report covers the financial operations for calendar years 
2005 and 2006. 

11. Impact on Public Utilities 

1985 Wisconsin Act 79 included a section describing the legislature's intent by enacting 
the holding company law. That section provides that the public interest and the interest 
of investors and consumers can be protected if: 

(a) Transactions between a public utility in a public utility holding company 
system and the holding company or its nonutility affiliates are subject to Public 
Service Commission approval and regulation to assure that reasonable prices are 
charged and costs properly allocated. 

(b) The non-utility activities of the public utility holding company system do 
not substantially lessen competition, do not tend to create a monopoly or restrain 
trade and do not constitute an unfair business practice. 

(c) The public utility activities of a non-telecommunications public utility in a 
public holding company system remain subject to Public Service Commission 
jurisdiction and regulation. 

1 Piepgras Holding Company is not an incorporated holding company. 
2 Better Access was formed on October 1,2004, for the purpose of purchasing and holding real estate which would 
be leased back to St. Croix for use as corporate office space. The assets of Better Access consisted of approximately 
$15,000.00 in cash, which was primarily spent on a Phase One environmental study, earnest money on the building 
offer, and architects fees. Better Access was subsequently reimbursed by St. Croix for costs incurred that were 
directly associated with the purchase of the building since St. Croix ultimately acquired the building. Better Access 
currently does not hold any assets and is inactive. 



(d) The activities of the public utility holding company system do not cause 
any materially detrimental effect on the public utility's rates for or reliability of 
utility service to the public, cost of capital orability to raise capital. 

(e) The Public Service Commission has access to the books and records of the 
public utility holding company system to the extent relevant for the Commission 
to regulate any public utility in the system. 

(f) The provision of reliable and reasonably priced public utility service 
remains the predominant business of a public utility holding company system. 

Wis. Stat. 8 196.795(5)(g) further provides that: 

No holding company system may be operated in any way which 
materially impairs the credit, ability to acquire capital on reasonable terms 
or ability to provide safe, reasonable, reliable and adequate utility service 
of any public utility affiliate in the holding company system. 

Wis. Stat. 8 196.795(5)(b), (j), (r), and (s), explicitly require the Commission's continued 
jurisdiction over public interest Items (a), (c), and (e), above. Consequently, the 
following discussion, which summarizes the impact Piepgras Holding Company has on 
the operations of St. Croix, will include an analysis of the utility's financial condition, 
utility rates, and reliability of service. 

111. Financial Condition 

Capital Structure 

In docket 9404-YO-100, the formation of Piepgras Holding. Company, Mr. Donald J. 
Piepgras prepared an exhibit which forecasted St. Croix's net income, dividend stream,' 
retained earnings, and capital structure for the years 1991 through 2000. In the initial 
order issued in this docket, the Commission found that Mr. Piepgras's forecast of utility 
operations would generate a sufficient level of net income to support the projected 
dividend level and would produce a balanced capital structure. The forecasted common 
equity levels included in the balanced capital structure ranged from a low of 58.6 percent 
to a high of 67.0 percent over this ten-year period. 

Based on information provided by St. Croix, the actual 13-month average common 
equity balances for calendar years 2002 through 2004 is 57.53 percent, 60.74 percent, and 
62.58 percent, respectively. In docket 5230-SB- 107 mailed September 13,200 1, the 
Commission approved an application by St. Croix for authority to borrow from Firstar 
Bank, N.A. of Eau Claire, Wisconsin, an amount not to exceed $650,000. On 
September 8,2004, St. Croix filed an application with the Commission (docket 
5230-SB-109) for authority to issue and have outstanding an additional first mortgage 
note of $225,000 with the proceeds being used for proper public service corporation 
purposes. The application was approved by the Commission in February 2005. 



On January 5,2005, St. Croix requested authority from the Commission (docket 
5230-SB-110) to borrow $500,000 from US Bank, N.A. of Eau Claire, Wisconsin. The 
security for the first mortgage would be a mortgage on the property located at 41 5 North 
Oak Street, River Falls, Wisconsin, and the personal unlimited guarantees of the 
applicant's president and secretary (Donald J. Piepgras, and Ms. Martha W. Piepgras). 
The $500,000 would be used to purchase a building and construct necessary 
improvements to house the corporate offices of St. Croix. The application was granted 
by the Commission in an order mailed on February 16,2005. 

At the end of 2005, St. Croix's capital structure was 50.2 percent common equity, 
43.4 percent long-term debt and 6.4 percent short-term debt. At the end of 2006, 
St. Croix's capital structure was 56.8 percent common equity, 37.6 percent long-term 
debt and 5.6 percent short-term debt (these 2006 numbers are pre-audit numbers). 

Order Point Compliance 

On November 30,2006, the Commission issued an order in docket 9404-YO-1 02 
deleting most of the order points from the Commission's order in docket 9404-YO-101. 
The only remaining order points are: 

"1. In the holding company system of Donald J. Piepgras, an 
individual, the assets of non-utility affiliates may not exceed 25 percent of 
the assets of the public utility (St. Croix). 

2. The stock of St. Croix shall not be used as collateral for loans by 
Mr. Piepgras, or otherwise encumbered, without the prior written approval 
of the Commission. 

3. Jurisdiction is retained." 

There no longer are the requirements for five-year financial strategic plan or 13-month 
average historical capitalization balances due to the fact that Mr. Piepgras has paid off 
his loan (for which he used stock in St. Croix as collateral) as of August 21,2006. With 
respect to Order Point #1 above, Piepgras Holding Company has no non-utility affiliate 
assets. 

IV. Utility Rates 

On October 25,2004, St. Croix filed an application with the Commission for authority to 
increase natural gas rates by $427,500 annually, a 4.06 percent increase (docket 
5230-GR- 104). On October 1 1,2005, the Commission authorized an increase in natural 
gas rates of $332,600, a 3.02 percent increase. Prior to this, the last general increase in 
rates for St. Croix was in 2001, when the Commission approved an overall increase of 
3.63 percent. 

Any other change in rates charged to ratepayers has resulted from fluctuations in the 
purchased gas adjustment clause. 



V. Reliability of Service 

In evaluating a utility's commitment to reliability of service, the Commission looks at 
numerous criteria, including the number of service complaints, the level of dollars spent 
by the utility to maintain its system, and the level of construction expenditures (plant 
additions). The following comments relate to the Commission staffs review of these 
items: 

Service Complaints - The Commission received two complaints during 
2004; two complaints during 2005; and three complaints during 2006. 
The average number of customers served by St. Croix during this three- 
year period was 6,517 in 2004; 6,807 in 2005; and 7,067 in 2006. 
Complaints when calculated as a percentage of St. Croix's average 
customers were less than 1/10 of 1 percent in each of the three years. 

Maintenance Expenditures - For the five-year period prior to the 
formation of Piepgras Holding Company (1986 through 1990), 
maintenance expenditures for St. Croix averaged $39,357 per year. For 
the first five years subsequent to the formation (1991 through 1995), 
maintenance expenditures averaged $50,759. For the most recent five- 
year period (2002 through 2006), maintenance expenditures averaged 
$83,578. (All amounts in 2006 dollars.) 

Plant Additions - For the five-year period prior to the formation of 
Piepgras Holding Company, plant additions for St. Croix averaged 
$157,849. For the first five years subsequent to the formation, plant 
additions averaged $264,130. For the five-year period 2002 through 
2006, plant additions averaged $440,918. (All amounts in 2006 dollars.) 
For the year 2004, plant additions were $673,053 of which $460,260 was 
spent on the purchase of an office building. 

Based on the above, there is no evidence to indicate that reliability of utility service has 
been affected or the integrity of the utility system has been jeopardized as a result of the 
formation of Piepgras Holding Company. These areas will continue to be monitored. 

VI. Conclusion 

Commission staff found no area of major concern during the audit. St. Croix's common 
equity level is in a reasonable range and no problems were detected in the areas of utility 
rates or reliability of service. Service complaints have remained at a relatively low level 
and the amount of dollars spent on maintaining the system and plant additions have not 
diminished since the formation of Piepgras Holding Company. 
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